Trade Liberalisation and The Poverty of Nations:
A Review Article

The role of trade policy reforms in economic development and poverty reduction in developing countries has long been a subject of controversy. In the 1950s and 1960s
there was a broad consensus that the basic strategy for development should be based on The past two decades have, however, seen the emergence of a strong revisionist school of thought in response to the lack-luster outcome of Washington-consensus reforms. The revisionists do accept that the old-style import substitution strategy bordering on autarchy has outlived its usefulness and growth prospects for developing countries can be greatly enhanced through integration into the global economy. But they argue that trade can help achieve self-sustained growth with poverty alleviation only through cautious liberalisation combined with the right kind of government action to make 'openness work'.
 I am grateful to Jonathan Atkins for comments and suggestions.
Trade Liberalisation and The Poverty of Nations (henceforth TLPN) by A.P.
Thirlwall and Penelope Pacheco-Lopez (Cheltenham, UK: Edward Elgar) is a welcome addition to the literature dealing with this debate. Based on a meticulous survey of the vast literature on the theory and practice of trade liberalisation, it makes a compelling call for a development-centred approach to trade, rather than a trade-centred approach to development. The key message of the book is that, from a development perspective, 'the policy choice is not between autarchy and free trade but the sensible management of trade: to achieve a balance between growth of exports and imports so as to avoid balance of payments deficits; to allow economic space … to identify and encourage new areas of comparative advantage; to enable the State to intervene to promote 'self-discovery'; and to allow a judicious mix of tariffs and subsidies to infant industry protection' (p. xiv).
The purpose of this article is to assess the contribution of TLPN to the debate on policy reforms in developing countries by examining its key inferences in the light of the mainstream counter arguments. It is organized as follows. Section 2 provides a chapterby-chapter summary of the book while emphasising the main strengths and novel contributions. Section 3, which is the core of the article, offers a critique. The final section provides some concluding comments. A noteworthy contribution of this chapter is the discussion on the importance of the trade-off between growth and the balance of payments constraints in determining the sustainability and outcome of trade liberalisation (p. 68). The authors forcefully argue that export performance should receive especial emphasis in analysing trade liberalisation outcomes because exports contribute to growth not only through various supply-side channels stipulated in the orthodox theory but also, and perhaps more importantly, by relaxing the balance of payments constraint on demand and allowing all other components of demand to grow faster without running into balance of payments difficulties.
The Book
The analysis of trade performance yields the inference that there is no conclusive Relating to the poverty impact of liberalisation, the evidence surveyed in the chapter suggests that 'in the greatest era of trade liberalisation since the early 1980s, the absolute number of poor people in the world, outside of China, has actually increased' (p 150). On wage inequality, 'reduction in barriers to trade and foreign direct investment increase the relative demand for skilled labour either by shifting the structure of production towards more skill-intensive sectors or by increasing the use of foreign, skilled biased, technologies by individual firms and enterprises' (p 158). There is however 'some evidence to support orthodox theory in a small number of countries in South East Asia' (p 158). In sum, the key inference of the chapter is that trade liberalisation has made no obvious dent on world poverty; nor has it contributed to wage or income equality across the world. 
Concluding Comments
This is a meticulously research and well written book on a subject of immense contemporary academic and policy interest. In spite of the somewhat radical tone of writing, it is not an 'anti-trade (or anti-globalization) manifesto'; the authors do emphasize that there are real economic gains from trade while questioning whether the developing countries can be helped by 'big-bang trade liberalization'. The reader may not agree with every interpretation and policy recommendation in the book, but will depart feeling challenged, invigorated and questioning after reading this book. The book will be useful to students in a wide range of social sciences, not just development economics, who would like to get a feel for the 'big picture' of the contemporary debate on economic development and public policy. It will also be a valuable addition to bookshelves of development practitioners. The publisher deserves to be praised for bringing out an affordable paperback version of the book in addition to the expensive hardbound edition. 
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